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Year ended 1977 1976 
Continuing Operations: 
Sales $62,842,000 $65,531 000 
Net Earnings (loss) 294,000 (53,000) 
Earnings (loss) per share 10¢ (2¢) 
Working Capital $ 5,389,000 .$ 6,111,000 
Shareholders’ Equity $ 6,077,000 $ 7,208,000 
Share Outstanding 2912883 2,912,883 
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To our Shareholders 


Despite a decline in consolidated sales, earnings 
improved during 1977, reflecting an increase in the 
profit of House of Braemore Furniture Limited, a 
turnaround in building products and the continu- 
ing profitability of the plastics operation. 


Results include Braemore sales from continu- 
ing operations of $42 million compared with $45 
million in 1976 and the Company’s 58 percent 
share of Braemore earnings of $616,000, an in- 
crease from $461,000 in the previous year. 


At the end of the fiscal year Braemore closed 
down a wholly-owned subsidiary whose principal 
products were television and stereo cabinets. The 
domestic market for those products has continued 
to be significantly eroded by the import of sets 
manufactured abroad. 


The Company recently signed an agreement 
to purchase for cash the Mapac plastic packaging 
division of Hercules Canada Limited. We are 
confident that this acquisition will make a signi- 
ficant contribution to the sales and profits of 
our plastics operation. 


The Company has granted an option expiring 
February 28, 1979 to our building products 
general manager to purchase that operation. We 
believe that this transaction would be advantageous 
to Strathearn in allowing the Company to con- 
centrate its financial and management resources on 
other aspects of the Company’s continuing business. 


Outlook 


Preliminary results for 1978 to date show an 
improvement over the same period in 1977 and, 
despite the continued sluggishness of the economy, 
we have some degree of confidence that this trend 
will continue. 


The reduction or elimination of provincial sales 
tax iS expected to have a positive impact on sales 
of home furnishings. 


Appreciation 
On behalf of the Board of Directors, | extend 


thanks to all of our employees for their dedica- 
tion and loyalty. 


WH bog 


President and 
Chief Executive Officer 


Toronto 
April 26, 1978 


Strathearn House Group Limited 


Consolidated Statement of Earnings 


Year Ended December 31, 1977 


Expenses 


Cost-of Salesianid:éxpensess ohn June ke Re Ce ee eee to nen 9 a oe ec 
DEOrecCtatlOrr an AMiOr TIZATLON p53 she ee a Se ane ec 
Interest.on: lonasternmdebts <5 toe cocs foe tos arse ee et oc ee, 
Interest on current debt". 3. a). 7Eh. S20, wea ete area pine ante SEMI Rice ek aI te esi ee 


Earnings from continuing operations before income taxes...........................204- 
income-:taxest(note Wal) theese ene, Oy, SL ey a ee, ee ee ee 


Minority interest in subsidiaries’ earnings 


Net earnings (loss) from continuing operations. ..........20..... 20... .0 02 ee ee 


Discontinued operations (note 2) (including a write-off of goodwill of $1,117,000) 
Goodwill written-off x 


Net earnings (loss) 4. 6 gic ks saps coreceptor eae ee 


Earnings per share (note 6) 


FROMMCONTAUING ODeFatiOns. <<. a ode beeen ly aie eee re ee ee 
Discontinued operations-and goodwill: Writesoni 7 som ac Ge ee ee ee 


Net:earnings. (loss): pac shate ss...) ee re ae Ree ce eee eee nee cane 


Consolidated Statement of Retained Earnings 
Year Ended December 31, 1977 


Net Earnings (Loss) 


REOnGUCORTINEIING G Bela TONS Ress sec shee oe dud soy enh a Meri etc ar ce ere eR rae ea 
From discontinued: Operations hat sue ave rhots cues coe ein ic, kate ian ts ere pee eaten a 
Prom wrihe-Off GROOGWIE meas” © 6-2 yan ae le: co canis ce neta ae eel cao Rae i eae ea ee 


Balance: beginning Of y Gal. seri) shee rie Ae a et aoe he eee 
Balance; end‘of: year. 2 oc Yor Pe en Pe Ee ee a eee eee 


The accompanying notes form an integral part of the financial statements. 


1977 1976 
($000) ($000) 
$62,842 $65,531 

59,429 62,409 
770 690 
667 690 

1,265 1,460 
62,131 65,249 
711 282 
aA a 
568 192 
AB SCIE Bak 
acs =: ne 

(825) 79 
pi So z 
(1,425) 79 
($ 1,131) $.. 2 
$ 0.10 ($ 0.02) 

(0.49) 0.08 

($ 0.39) $ 0.01 

1977 - 1976 

_ ($000) ($000) 
$ 294 ($ 53) 

(825) 79 

600) dé 

(1,131) 26 

1,426 1,400 
$ 295 $ 1,426 


Strathearn House Group Limited 


Consolidated Statement of Changes in Financial Position 


Year Ended December 31, 1977 


1977 
: ($000) 

Working capital provided by 

re onmimagcn css) arom, CONTINUING, GPeratOns . Sones cc es ey a ee a les Soe ee $ 294 

Pecans WOsSmercdiSCcOntinuedmoerarrons... 2% 22k nw kL ee ek ( 68) 

ee Olam CCOV MLR tie ae we re ee ow lems CBee kA LAA ee ( 109) 

Pamaeie oor aes MeN LIZ atOre ey tA ret Oe eA SO ty ak we ee See ee eae 870 

meee Oe a eG et ee oe ee ee Se oy LG va ot ee ( 318) 

a CHORE OE RCC BLA Ar ok ee este he Sete ae SN ee i Gln aw bY Pogo” he ye ee a 16 

renter ey et pen ease ayius Mune turer mee Os ok ald og Gale dd hoe Riv eds koe Was ee 145 

SE TUM E CTU OR Suey iM ee tre ere cet on ee alls OS ine. Soe ele Ve aw a ans Ve Gal ad, ae anal 830 

eae MOTE e eh en Fe ht Gene Ne Tedd aly ook wk Pele dig arch ale tifa lena) MOM RTALARe omen S Ay 983 

1,813 

Working capital used for 

emnamr a WOM eI SCOTS WSU uu hey tee a hi tei, cay) Gh oy ye tlematalis Soke wap gunk neh Sie eae es, aa eines 1,528 

(LES BAUME SS = RSISMARG SGN So aie eee Be Re ae rr ne ann mear ee oc Met Urs Be 953 

oe BS See GS cag RR eee elie REIS Raat OR Soe a ae 1 ee ee Lar aoe irre are 54 

2,535 

ITEM CICITVSIG AD ICAL ey os) ke, Be rh thc oss wee LN deg SAN Bude kd ala gn Dee a a ( 722) 
De nrar WeGiNning Of Veal’. 3.05.04 056s. 2s ek ie ele ee eee Ba wee Be ee ee 6,111 
NEL Hs RAIMENIL LOT Veal ir voy 2 ne mann Steed | ke ea, WEE See Gone ae eee BR $ 5,389 


The accompanying notes form an integral part of the financial statements. 


Strathearn House Group Limited 


Consolidated Balance Sheet 


AS AT DECEMBER 31, 1977 


Assets 


Current 


IXCCOUM TS FECEINVG 0 Cote my 9s eae ee hoa aie eee 
lin GOnpentax esererUMCaplG® aeace cabal See et ime Mtoe eee eee 
Lawentories: mete: tOies tie cin. ee an. oe, eke ewe a here eee ene 
PREDIC OX OCINSES a a) tr hg ackstaes Rn nl ene Pon tra ee ei 


Fixed 


EDI RPGIVOS ace Jeti oe, Ban Nene ce tas ei IS en Bh Reka SO eet a Ra RR 
Equipment and leasehold improvements ..............-. 


Gal, alk COS Reto a 28 om ae ok a pair oP hn a Pra e 
Accumulated depreciation. (note WG) 08. ales. Pe ee 


Other 


Bieferted iclienge: FM e i 20. $ode cat Ot ee tea al ee ee ae oe 
Deterree insoinenaxes (note idyie a). a ee eee 
CSO OCA GVOTE Se liees ie Fa lpiee Seton ore Sk no Se oe eee 


Auditors’ Report 


To the shareholders, 
Strathearn House Group Limited. 


We have examined the consolidated balance sheet of Strathearn 
House Group Limited as at December 31, 1977, and the con- 
solidated statements of earnings, retained earnings and changes 
in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing 
standards and accordingly included such tests and other pro- 
cedures as we considered necessary in the circumstances. 


Toronto, Canada 
March 10, 1978 


1977 1976 

($000) ($000) 
PH ok ses & a eo ee ne $15,415 $15,917 
Re Ee eee hers CC tie den | Sion 217 122 
te discnie: SRS neg Rae a 13,557 14,553 
er ere ee ren 432 457 
29,621 31,049 
Sud tha eon, Ben Ree Ce Cage ee Tee 471 473 
St Rea NG aa Nae a A gece Pee ee 2,207 2,182 
[Beha side “ecto rs AEROS see Ree oe nee 11,103 9,772 
ite NYP Yh Se a US ee 13,781 12,427 
5. Ath oe ns ts ore Sock 4 Sa mea 7,387 6,692 
: 6,394 Doe 
ig Reh A Th ot ce ea Re okies ee 77 39 
SRAM aUN inp Becca i Wek ld a ae 557 239 
ee Pe nO Emer eT ts ee 3,605 5,320 
4,239 5,601 
$40,254 » $42 385 


In our opinion, these consolidated financial statements present 
fairly the financial position of the Company as at December 31, 
1977, and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


Wm. Eisenberg & Co. 
Chartered Accountants 


Liabilities 


Current 


ae SMe CMEC ONOGS (MNCS Morte me Pa Owe MN EE oiyhc el ai Sv vay lb ce es oe does ees 
Seat ACEC faces (IIOTe Oy Eee ee eR ca a awe deeded ee ae aes 
ee Pore ay a evan aC Cr UEC ChlanQeS asx fice nes rises Shuey <a, Gs. nd huulec ne by ar ereomedy eke RS 
Rete ae aC ANC Cc ag MP sais mer manio re MMe OG XESS eS ce sk abs cited Bar =e ato BB 
PREMIO MLION,O1+Ong-teMmmmcen te (MOle 4). et ee kbs eo oe 


Long-term debt (note 4) 


Shareholders’ Equity 
Share capital 
Authorized 


5,000,000 Class A shares, fully participating, non-voting, without par value 


1,000,000 Class B shares, fully participating, voting, without par value, 
each convertible into a class A share at the holder's option 
100 Common shares, without par value 


Issued (note 5) 


2 VSO GISSvA VS MG aaa eaten ee hs ties ak le Ae ee en ee co ee Me 
iS OS Se ChASS  BESAGSs 4 als .aeos? hapemat © teh opisur AA Seatac. cou eco at, CES en ae Rn ire att ec ee 


SERENA EIRCIOS Ruts pin trey Sn, Jee oe A Oy Me ee ets cea a 3 Sede Sac @o Fa EY 


ON BEHALF OF THE BOARD 


W.H. Singer, Director 


The accompanying notes form an integral part of the financial statements. 


J. F. Kay, Director 


1977 


($000) 


4,999 
783 


5,782 


295 


6,077 
$40,254 


1976 


($000) 


$ 5,519 
10,000 
7,589 
1,013 
817 


24,938 


1,814 


4,//7 


_ 8,591 
$ 3,648 


4,995 
787 


ows 
1,426 


7,208 
$42,385 


Strathearn House Group Limited 


Notes 


to Consolidated Financial Statements 
as at December 31, 1977 


Accounting policies 
a. Basis of consolidation 


The consolidated financial statements include the accounts of the 
following subsidiaries: 


Wholly-owned 


Ackripak Limited 

Cadillac Building Products Co. Ltd. 
Cadnor Development Corporation 
Macad Construction Limited 


Partially-owned 


House of Braemore Furniture Limited (58% owned) and its 
subsidiaries 


Wholly-owned by House of Braemore Furniture Limited 


The Hespeler Furniture Company Limited 
(including its division, American Frame) 

Singer Lighting Co. Ltd. 

Troister & Company Limited 

Emanuel Products Limited (note 2) 

Roti Wood Products (Fergus) Limited 

COSF Products Limited (including its division, Standard 
Upholstery Company) 

Willison Wood Products Company Limited 


Partially-owned by House of Braemore Furniture Limited 


Thompson-Heyland Limited (60% owned - note 11) 
Braemore Convertibles Limited (51% owned) 


All significant inter-company loans and transactions have been 
eliminated on consolidation. For comparative purposes, prior 
year’s amounts are restated to conform with current year presen- 
tation. 


b. Inventories 


Inventories are valued at the lower of cost (first-in, first-out basis) 
and net realizable value, and consist of: 


1977 1976 

($,000) ($,000) 

RawinaterialSigec ecard eee $ 6,628 $ 6,068 
Work-in-progress: =a... ah ns Ree eee es ae 828 1,418 
FititshedsgOOds' harm. caesar eae ieee ch 6,101 7,067 


$13,557 $14,553 


c. Depreciation 


Depreciation is provided on a straight-line basis at rates which are 
designed to write off the assets over their estimated useful lives 
as follows: 


Buildings Sey kas Se epee tg ee eae - 22% 
Equipment and leasehold improvements. . . - 10% -334% 
(UZ OMOLIVG ere encores erties» erie amee ies - 25% 


d. Deferred income taxes 
1977 1976 


($,000) ($,000) 
i. Income taxes provided in respect of timing 
differences between accounting and 
taxablelincomes «42.5. eee ee eee $..-101,: son te 


ii. Income tax reductions which are expected 
to be realized in future years by carrying 
forward losses of subsidiaries. In the view 
of management these reductions are 
virtually certain to be realized. ....... ( 658) ( 363) 


($ 557) ($°) 239) 


Inventory allowances are permanent differences and result in a 
reduced effective tax rate commencing with 1977. 


e. Goodwill 


Goodwill represents the excess of the cost of subsidiaries. over their 
net tangible assets at the date of acquisition. Goodwill acquired 
subsequent to April 1, 1974 is being amortized on a straight-line 
basis over 40 years ($675 per annum). Goodwill acquired prior to 
1974 is not being amortized. 


A reduction in value of goodwill of two subsidiaries has been 
recognized as a charge against income in the accompanying state- 
ment of earnings. 


Discontinued operations 


During the year the operations of Emanuel Products Limited were 
discontinued. The effect on the financial statements of this shut- 
down is summarized as follows: 


1977 1976 
($,000) ($,000) 


Earnings (Loss) from discontinued operations 


beforesincomentaxcss non mn i) ene arene i" 221) 234 
lncomestaxesns 2. S49 os |e eee ( 103) 98 
Earnings (Loss) from discontinued operations ( 118) 136 
Loss on shutdown: 

Shutdown costs ......- $ 325 

Less income taxes recovered 137 

188 
Write-off of goodwill ..... Sil te, ( 1,305) — 
(4h) 136 
Nessim Onl.tyalnteneS tae memes omen sien seeatmeneae ( 598) 57 | 
Net earnings (loss) from discontinued 
OPCHAtiONSsss3 moc ns sae ee ee ee (S35 825) ees 79 


Bank indebtedness 


The bank indebtedness and bankers’ acceptances are secured by a 
pledge of book debts and inventories. 


Long-term debt 


1977 1976 
($,000) ($,000) 
Secured 
Promissory notes 
8% due March, 1979, secured by mortgage $ 462 $ 498 
Finance Company notes, secured by 
ehratteliimOnrtgagess. ac ra) sic eiere ons 1,106 596 
Non-interest bearing, due December 31, 1976 —-- 83 
Term bank loan, prime plus 2%, repayable 
SOOO Perrannlinmensiteans ee eed oe 600 900 
Term bank loan, prime plus 1%%, repayable 
S5O'OOOlbemannulme.s :56c tls eee & 250 a 
10.7% Federal Business Development Bank 
Loan, due April, 1979, secured by 
TORIES & guala dl esses) SORE ene eon 48 84 
10% mortgage payable, due October, 1982 . 12 Le 
Leases and mortgates payable......... 237 194 
CONRANSY 3 «05-1 Ei gp cen econ a en gt 32 63 
2,747 2,431 
DMERVIEMIM ONG Weal «cals sce e¢ ee ses 703 617 
2,044 1,814 
Unsecured 
Promissory notes 
wroacuerbebruaty, 1983 . 3 6.65 52. s 3,048 3,248 
Prime plus 1%, due April, 1979 (note 6) 
— Directors and officers.......... (e225 1,225 
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Share capital 


Class B shares are convertible to class A shares on a one-for-one 
basis. During the year, 2,130 class B shares were converted. 


Earnings per share 


Subscription warrants attached to the promissory notes due April, 
1979 aggregating $1,500,000 (note 4) which were issued by 
Braemore are outstanding and entitle the holders to subscribe for a 
total of 75,000 treasury shares of Braemore. The dilutive effect on 
earnings would be insignificant. 
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Lease commitments 


Rentals paid on property leases for the year ending December 31, 
1977 amounted to $796,000. Aggregate minimum rentals in sub- 
sequent years on long-term property leases are as follows: 


$,000 

Year ended December 30,1978. ....... $ 775 
Heine xtstOule years seer see eas eis 1,698 
TSS! Onl OO Tiere ee peur er eeaees see anes 1,767 
$4,240 


Remuneration of directors and senior officers 


The aggregate direct remuneration paid or payable by the Com- 
pany and its subsidiaries to the directors and senior officers of 
the Company during the current year amounted to $213,000 
(1976 — $215,000). 


Pension benefits 


The Company is obligated under an agreement with a retired direc- 
tor and senior officer of Braemore for the payment of $35,000 
per annum to 1983. This amount will be charged to annual earn- 
ings over the term of the agreement. 


Anti-inflation legislation 


The Companies are subject to restraint of profit margins, prices, 
dividends and compensation under the terms of the Anti-Inflation 
Act and Regulations. 


Subsequent event 


Effective January 1978 the Company acquired the remaining 40% 
minority interest in the common shares of Thompson-Heyland 
Limited for a sum of $20,000. The shares acquired have a book 
value of $196,000. 


Other 
The Company has granted an option to W. Glied to acquire the 


building products operations at a price which approximates the 
carrying value of these operations. 


Strathearn House Group Limited and its Subsidiaries 


Product Lines 


Furniture 

The Braemore Group, which is 58 percent owned, is an 
integrated manufacturer offering a wide selection of 
home furnishings. 


Building Products 

Cadillac Building Products is a major manufacturer 

and supplier of a broad range of products for 

use in house construction. In addition the company operates 
a retail outlet. 


Plastics Packaging 

Ackripak Limited, a wholly-owned subsidiary, is a 
manufacturer of rigid plastic containers used for packaging 
prepared food by supermarkets and fast food outlets. 


Directors 


J. F. Kay 
Chairman of the Board of Dylex Limited 


1. A. Posluns 
Executive Vice-President of Dylex Limited 


J. |. Posluns 
Executive Vice-President & Treasurer of Dylex Limited 


*W. Posluns 
President of Dylex Limited 


*S. M. Sigel 
Partner, Messrs. Stitt, Baker & McKenzie, Solicitors 


W. H. Singer 
President of Strathearn House Group Limited 


*A.H. Zaldin, Q.C. 
Senior Partner, Messrs. Zaldin, Fine and Siskind, Solicitors 
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